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To the Shareholders: 


' Your Directors herewith submit the 


Company's balance sheet, statement of 


deferred expenditures, changes in 
financial position together with . the 
Auditors’ Report thereon covering the 
financial year ended September 30, 
1978, and a brief summary of the Com- 
pany’s activities. 

Exploration and administration expen- 
ditures for the year totalled $148,590 
($69,409)* while income totalled $138,175 
($2,153)* for a net expenditure for the 
year of $10,415 ($67,256).* At year end, 
the Company had working capital of 
$6,835 (deficiency $121,750)* ‘and 
securities with a market value of 
$273,210 ($209,740)*. 


Mineral Property Holdings 


The Company, by its acquisition of 
a number of properties in November 
1977, owns outright or holds a major 
interest in gold prospects totalling 398 
claims, 16,874 acres, most of which are 
located in the Kirkland Lake area, 
Ontario (Figure 1). Of these, 19 claims 
are subject to a _ production royalty 
agreement with Willroy Mines Limited, 
and 127 claims are encompassed by an 
exploration agreement with the Cana- 
dian Nickel Company Limited and its 
gold exploration program east of 
Kirkland Lake, Ontario. A separate 70 
claim group forms the basis of the 
' recently launched Kirkland Lake West 
Project set out to investigate the gold 
potential of the Kirkland Lake Gold 
Structure and the Larder Lake Gold 
_ Structure west of the currently pro- 
ducing Macassa mine. Also included in 
the Company’s holdings are the Upper 
Canada and the Upper Beaver mines in 
the Kirkland Lake area, and the Pan- 
dora-Amm mine in Cadillac, Quebec. 
These mine properties have been sig- 
nificant gold producers in the past and 
remain with additional recommended 
target areas warranting further 
exploration. 


* Comparative figures for 1977 are bracketed. 
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Gold Royalty — 
Gracie-East Property 


During the year your Company 
obtained its first gold mining royalty 
payments through an agreement with 
Willroy Mines Limited and production 
from the Gracie-East property. This 
property and others totalling 19 claims 
are jointly owned with Willroy, owner- 
operator of the Macassa mine, and 
adjoin the mine at the western exten- 
sion of the Kirkland Lake “Main Break” 
Gold Structure. Over the 10-month 
period ending September 30, 1978, 
Queenston received royalty payments 
totalling $118,867 from the production 
of ore totalling 26,128 tons and 12,245 
ounces of recovered gold. 


Reserves on the property at Decem- 
ber 31, as stated by Willroy Mines Lim- 
ited, were: 


1978 1977 aay 

_ Grade Grade 

oz. gold oz. gold 

Tons _ per ton Tons _perton 

Proven 63,316 0.43 21,245 0.4795 


Indicated 34,700 0.49 


The substantial increase in reserves 
resulted from a large development pro- 
gram undertaken in the Macassa mine 
during the year. With continued 
favourable gold prices and anticipated 
average cost increases, production 
should continue from the Gracie-East 
property at approximately 2,500 tons 
per month in conjunction with the over- 
all operations at the Macassa mine. 


13,900): 0.51.69 


Canico Project 


The Canadian Nickel Company 
Limited (Canico), a subsidiary of Inco 
Limited, continued ,its exploration pro- 
gram during the year and spent an esti- 
mated total of $172,206 to December 31, 
1978, bringing total expenditures on the 
project since 1976 to an estimated 
$769,079. Canico has complied with all 
obligations of the agreement to Decem- 
ber 31, 1978 and must complete an addi- 
tional estimated expenditure of 


$180,921 in 1979, and total expenditures 
of $1,300,000 by December 31, 1980, to 
earn its first interest (40%) in the 
properties. 


As reported in the 1977 Annual 
Report, last year’s drill program, which 
ended in December 1977, confirmed the 
location of the Larder Lake Structure at 
two locations, 3,000 and 12,600 feet west 
of the Anoki shaft on the Queenston 
property. Also reported was a low 
grade gold bearing horizon, the Munro 
Zone, tested over a strike length of 1,600 
feet. This latter zone was first inter- 
sected by Biroco Kirkland Mines Lim- 
ited in 1944, who reported an inter- 
section of over 70 feet grading .085 oz./ 
gold per ton. 


During the past year, Canico 
acquired options on the 15-claim Wad- 
asa Property and the 11-claim Darmac 
Property, and undertook grid geological 
mapping and geophysical surveys over 
these and portions of the adjoining 
Queenston-Munro properties. Results 
on the Wadasa option were not suf- 
ficiently encouraging to warrant further 
work and the option was dropped on 
December 31, 1978. Relogging of old 
core and additional mapping in the 
vicinity of the Queenston Gold. pros- 
pect was also completed. 


Since the project was initiated in the 
summer of 1976, Canico has undertaken 
a methodical and thorough analysis of 
the geology surrounding the 
Queenston-Anoki gold prospects and 
the possibilities for new mineralization 
to the west under the prevailing sand 
flats in this region. This program has 
outlined a large area of essentially 
untested favourable geology containing 
possibly two potential gold bearing 
geological horizons. The project prop- 
erties are at a mature stage of primary 
exploration and it is hoped that a large 
drill program will be initiated in 1979 to 
test their combined highly rated gold 
potential. This program is currently 
under consideration by Canico. 


Kirkland Lake West 
Project 


In the summer of 1978, your Com- 
pany launched a new gold project to 
investigate the gold potential of both 
the Kirkland Lake “Main Break” Gold 
Structure and the Larder Lake Gold 


Structure in the southwestern corner of 
Teck township, west of the operating 
Macassa mine. 


The Kirkland Lake “Main Break” 
Gold Structure, regarded as Canada’s 
richest single gold deposit, stretches 
over a relatively linear strike length of 
approximately 20,000 feet and has been 
mined from surface to a depth greater 
than 8,000 feet. Production on_ this 
structure was initiated in 1913, and over 
the combined 311 year life of the seven 
famous Kirkland Lake mines including 
the Toburn, Sylvanite, Wright-Har- 
greaves, Lake Shore, Teck-Hughes, 
Kirkland Lake Gold and Macassa, a 
total of approximately 22.6 million 
ounces of gold have been recovered 
from approximately 50.25 million tons 
of ore. The Macassa mine, the 
remaining operation on the Structure, 
produces roughly 60,000 ounces of gold 
from 120,000 tons of ore annually. 


The northern portion of the 
Kirkland Lake West Project properties 
encompasses an interpreted 6,000-foot 
southwestern extension of the Kirkland 
Lake “Main Break’ Gold Structure. 
This, in turn, is within 2,000 feet of the 
current mine workings on the Gracie- 
East property and particularly for this 
reason, has an excellent gold bearing 
potential. The southern portion of the 
project properties encompasses the 
western extension of the Larder Lake 
Gold Structure for a distance of over 
12,000 feet. This second geological fea- 
ture lying roughly 6,000 feet south of the 
Main Break Structure is the focus of a 
number of current gold exploration 
programs further to the east, including 
the Canico project and that of New- 
mont Exploration of Canada Limited 
and Kerr Addison Mines Limited. Its 
gold potential is most often equated 
with that of the Kerr Addison deposit 
being mined at Larder Lake, 25 miles on 
strike to the east. 


In June and July of 1978, a limited 
field program of geological mapping 
and geophysics was undertaken over 
the southern portion of the project area 
to review the geological environment 
surrounding the Larder Lake Break 
Gold Structure and the gold deposits at 
the old Crescent and Golden Gate mine 
sites under option from Gateford Mines 
Limited. Compilation of all past work 
on the project properties was also 
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initiated. The combined properties of 
the Kirkland Lake West Project are 
viewed as an excellent gold prospect by 
your Company and efforts are being 
made to initiate a major exploration 
program here in 1979. 


Mine Properties 


The wholly-owned Upper Canada, 
Upper Beaver and Pandora mine prop- 
erties were reviewed during the year, in 
light of their current reserves or indi- 
cated gold zones and the strengthened 
price of gold. Although the indicated 
gold zones on the respective properties 
are insufficient by themselves to justify 
renewed mining operations at this time, 
each property has a number of recom- 
mended target areas that could lead to 
gold discoveries of economical 
importance. Possible options for fur- 
ther exploration on these properties are 
being considered. 


Federal-Provincial Geoscience 
Survey — Kirkland Lake Area 


On January 24, 1979, the Honourable 
James A. C. Auld, Minister of Natural 
Resources for Ontario, announced a 
Federal-Provincial $2.3 million geo- 
science survey would be _ undertaken 
over 24 townships in the Kirkland Lake 
area, during the next four years. This 
program, the first of its kind in Ontario, 
will consist of airborne surveys, 
drilling, geological mapping and geo- 
technical studies of gold and uranium 
deposits among other studies. The min- 
ister stated ‘The main reason for going 
ahead here is that we are convinced the 
mineral resource potential of the area 
has not yet been fully realized.” The 
design of the program will be such as to 


increase exploration in the area and to 
make follow-up exploration by mining 
companies easier and less costly. 


This program will be of significant 
value to your Company’s large holdings 
and interests in the Kirkland Lake area. 
Progress and results of the various sur- 
veys will be monitored closely and fol- 
lowed up, where advisable. 


Investments 


The Company continues to hold 
shares in Bankeno Mines Limited and 
Turbo Resources Limited which had a 
combined market value of $273,210 at 
September 30, 1978. Bankeno in turn 
holds a 25% carried interest in Arvik 
Mines Ltd., which latter company owns 
a large zinc-lead deposit in the Cana- 
dian Arctic. Also, Bankeno holds a 
1.74% interest in Panarctic Oils Ltd., 
and varied interests in oil and gas per- 
mits in the Canadian Arctic. 


At this time, your Directors wish to 
record their appreciation for the effec- 
tive efforts of Mr. J. C. McBean who 
retired from the Board after 8 years of 
strong support. 


Details concerning the forthcoming 
Annual Meeting to be held on March 30, 
1979, in Toronto, are set out in the 
accompanying Notice, Information Cir- 
cular and Proxy. 


Respectfully submitted 
On behalf of the Board of Directors 


oe 


R. Michael Gray 
President 


Toronto, Canada 
February 23, 1979 
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DEC. 31/78 


QUEENSTON 


GOLD MINES LIMITED 
(Under The Business Corporations Act, Ontario) 


Balance Sheet as at September 30, 1978 


(with prior year’s figures for comparison) 


ASSETS 
Current Assets: 1978 1977 
GT) a Tay aren fanaa Mean Qu ier ohenep RA eRe aa Wel epee NA Sos dh ct oa) ethse ht $ — $ 17 
Accounts: receivable ee i aiccarach een eae ioe ase ee Sere ere 48,728 1,169 
‘Total. etirrent assets tacit coxcba fav etieen aa ean ceed ees 48,728 1,186 
Investments {Note | 2 cero alSicarcuos ayo wane dda peta accsimre aps aateetap as aati ah ea 274,759 PHOBIAS": 
Mining Properties (Noted): <..c.cscislAcopisewtiaeatescreese ase eg one eam asians 784,618 383,368 
Deferred. Expendittres ii: ine 595. iach ns ace agnor Sema peta ae ee ane eat 1,266,627 1,256,212 
"Total eats ds hae Oo sap ee ee a OE A $2,374,732 $1,913,525 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities: ; 1978 1977 
Bank . indebtedness 3:5. Aes 0s le ee ne es eee aa $ 7,876 $ — 
Due to: associated, company. “..305.cc--e nee ee oe ene te 12,628 87,668 
Acctued: charges. .isccc 06s rts kahve vanees aie hh estat ed aan ee a renee oie 21,389 35,268 
Total: current liabilities 202 ieee eee ete 41,893 122,936 
Note Payable to Associated Company (Note 5) o.......cecceeecseseeeseceeneeeneeeteeeens 242,250 _ 
Shareholders’ Equity: 
Shate ‘capital (Nobe? 6) x2. jaccere cages ba eee hata cea ae eee eas 2,075,421 1,775,421 
Retained earnings (unchanged during the year) ......:ccccceceecsecessseenees 15,168 15,168 
Total sshareholders’= equity scien eka ae ae coe 2,090,589 1,790,589 
Total i ciccig. sie sie ee et ne ee ea ee ot $2,374,732 $1,913,525 


Approved by the Board: 
R. MICHAEL GRAY, Director 


V. KENNETH TRAVIS, Director 


The accompanying notes are an integral part of the financial statements. 


QUEENSTON 


GOL DE MAINE S- CIM Lt EO 


STATEMENT OF DEFERRED EXPENDITURES 
For the Year Ended September 30, 1978 
(with prior year's figures for comparison) 


1978 1977 
Exploration and Development: 
Realy, School and “acteaze taxes) sls access eesaaciyoeiornes $ 7,382 $ o12 
Bent eres COS US isc, ceil, Ginette ca cesta niin once sal onda hulu NG Maditoones kgadewcellyedute 37,844 12,339 
Consulting fees Bae EO PGE: Ska REN Sam IR ieaape, akon ae ERE URN A Week Ora 29,306 2,640 
Pee Teen Rt CAT orice ray ractorte ieleon conceal oto ad ee haatun ch laces sates 74,532 15,291 
Less related sundry income: 

RCN MEN CaS sors cur aerate Ret de, De A ihen te eS Nesp cic od Seanuleeceh adapta? 118,867 _ 
Peeitale aT cttsCOMan@OUS Suldt coeur cunts otic une, cauttiles bbieie tyes 19,308 2,153 
138,175 Oy) Wore: 
pereclease). ICreASeN LOT! INE VEATs cries tation at clasesnvevaekveckatpdeespaecteNerwev ans (63,643) 13,138 
Par erice var CDE PITUNG SOF site RVCAL tee ee Wt oe ten aris codes foi asecter inoue seheecases 983,365 970,227 
alarice- at er OF the year cic ode ler chavo buses Ea Sehr ees ROE 919,722 983,365 

Head Office and Administration: 

Es 9p EN #0, Ok apg toe ec aR ie ete TD BY CMDS Ooh OE pe a7 aa iE 1,864 1,470 
PEEGOTES Wires eects eee sho eiues sat atoshdacee SRS eee RG eT TRAE pas oeenne Noes Sam ua hose. 14,432 7 A24 
| gree RY: ae Nar Wk (a be Cagis beta epetinn nm, sonia. ry gE Jk aI Rett oyk Erica iec eSNO | ce GO 18,617 27,797 
BVia aT ONTE PTEGS OIG Ui oc aat eps sae eopasenene even ie eaea ranted hai biem sede naa sec ae 1,167 7,000 
CFLIe Lf Sanh Sie AO a Pe iA RN PA RAR DNC Tm oe MRL Rama MAAR. wR ELE Rt Ae RRB LSE7 429 
Rete SOT StALLOMET Yh dora Seve ccs Caen Aa coe. Baetad eed eee ev aca Uo pee sieeaon eae 5,780 2,663 

Pole |g | NNO RO YUM as ACNE Boe SOBRE AIT Eaton ORNS AY SENET LP oR a GTR en AIO Tote, OLA ey Mn RSA 17,716 a 
btanisfersagentatnd: Tesistrar feels oar: oi. Mss dsteattyaeesntete ase sacsecedinydanuesions 6,650 7,064 
SES Rd 2S x Wabi epecien wy oe yee 4 AA RMD ye ORR Ri tenreta 2 Oe? gM Chath a DME een 6,315 274 
WR PRABE SOTA TITe WEAR cnet y aah pce Coreen uhecsd Rate, ai clece shade ete taberaonserontaeae 74,058 54,118 
Palance sate besinning- OF te VEAP) AEN ast 5 aeksase saul mes vekauetetas¥ode 272,847 ___ 218,729 
Balances at vend. of ‘the year: -..50iciaucetectaedmcmerccote oar es RCA IN tag. totais 346,905 272,847 
Totals Deferred “Expenditures: 6.25 sii) siphi vines ekessscetesntegeveetene $1,266,627 $1,256,212 


The accompanying notes are an integral part of the financial statements. 


QUEENSTON 


GOLD MINES LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the Year Ended September 30, 1978 
(with prior year’s figures for comparison) 


: 1978 1977 
Working Capital Provided — issue of capital stock for cash ........e $ 300,000 $ — 
Working Capital Applied: 
Net expenditures ceria cians cacs ferred eg sncsaconstonck akon deme sduietn ener Goa oaee aes 10,415 67,256 
Acquisition of mining properties from related companies (net of 
6% note: payable OF R2425250) se aie acc osm aeas ease shy ange ieieataeaeee 159,000 o 
Purchase’ of “tnvestmen€ coc. ota sess coos ease teenie ees a rene eee 2,000 — 
TOaL Sco ance ea este te essawr bopan le hades vie bovecag hay Ma eee eT 171,415 67,256 
Increase (Decrease) in Working Capital ..00..0.0. eee seeseeeeseeeetecnseeaeeneeeaees 128,585 (67,256) 
Working Capital (Deficiency) at Beginning of the Year «0.0.0.0... eee (121,750) (54,494) 
Working Capital (Deficiency) at End of the Year o......... ce ceeeseceseesceneeeees $ 6,835 $ (121,750) 


The accompanying notes are an integral part of the financial statements. 


Auditors’ Report 


To the Shareholders of 
Queenston Gold Mines Limited: 


We have examined the balance sheet of Queenston Gold Mines Limited as at September 30, 
1978 and the statements of deferred expenditures and of changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the financial position of the company 
as at September 30, 1978 and the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada )elrtle ra Qotkens Vv PTE, 


February 2, 1979 Chartered Accountants 
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NOTES TO THE FINANCIAL STATEMENTS 
September 30, 1978 


1. Significant Accounting Policies: 


Mining properties 

Mining properties include the cost of 
acquisition of patented and unpatented 
claims, buildings, leases and agreements, 
and are recorded at cost. These costs will be 
amortized against income if the properties 
are brought into commercial production or 
charged against retained earnings if the 
properties are sold or abandoned. 


Deferred expenditures 


It is the policy of the company to defer all 
such expenditures less related sundry 


2. Investments: 


Investments consist of the following: 


1978 
Number 
of 
Shares 
or 
Warrants Cost 
Turbo Resources 
Limited: 
Class B 
common ....... 2,500 $$ 5,859 
Warrants 2:22... 2,500 = 
Challenger 
International 
Services Ltd. 
(formerly Upper 
Canada 
Resources 
tag igerst ame bees ec = _ 
Bankeno Mines 
Beirmitce Cte tsetse es ox 117,000 266,900 
Laberada Mines 
isnate dis ts. 2 ee 750,000 2,000 
$274,759 


In accordance with a public offering made to 
shareholders of Challenger International Ser- 
vices Ltd. on July 7, 1978, the shares of Chal- 
lenger were exchanged for Class B shares and 
warrants of Turbo Resources Limited. The 
shares of Bankeno Mines Limited are lodged 


Market 
Value 


$ 16,875 
7A25 


249,210 


No market 
$ 273,210 


income and recoveries. These costs, 
substantially all of which relate to 
properties in the Kirkland Lake area of 
Ontario, will be amortized against income if 
the properties are brought into commercial 
production or charged against retained 
earnings if substantially all of the interests 
in this area are sold or abandoned. 


Investments 


Investments are recorded at cost unless 
there has been a permanent decline in their 
value, in which case the investments are 
written down to recognize the loss. 


1977 
Number 
of Market 
Shares Cost Value 
=a Beis eel 

5,000 5,859 8,500 
117,000 266,900 201,240 
$272,759 $209,740 


with a Canadian chartered bank as security 
for the company’s line of credit with the bank. 
The shares of Laberada Mines Limited repre- 
sent a 25% interest in that company which 
owns 42 mining claims in the Kirkland Lake 
area, Ontario. 


3. Mining Properties: 


Mining properties consist of: 


(a) 280 wholly owned mining 
claims and 74 mining claims 
held under various option 
agreements all in the Kirkland 
Lake area, Ontario and the 
Cadillac area, Quebec anda 
50% interest in 19 mining 
claims, subject to a royalty 
agreement with Willroy Mines 


Limited nee Sats Sirens cakes $764,618 

(b) The Upper Canada mine and 
mill buildings, Dobie, Ontario ... 20,000 
$784,618 


Acquisition of mining properties: 

Upon approval of the shareholders; 
obtained at a meeting held October 24, 1977, 
and after approval of the Montreal Stock 
Exchange, Challenger International Ser- 
vices Ltd. purchased, for cash, 2,000,000 
shares of the company at 15 cents per share, 
and the company acquired Challenger’s 
mining properties and buildings for 
$262,250 payable partly by cash ($20,000) 
and partly by way of a note ($242,250), and 
the properties of Pandora Limited and 
Upper Kirkland Mine Limited for $139,000 
cash. 


4. Income Taxes: 


Under the provisions of the {ncome Tax Act, 
exploration and development expenditures 
are deductible in determining taxable income. 
Any expenditures not deductible in a given 
year may be carried forward and applied 
against future income. The company has 
approximately $449,600 of expenditures so 
available. In addition, the company has losses 
for tax purposes of approximately $31,900 
which may be carried forward and applied to 
reduce future taxable income after applica- 
tion of all exploration and development 
expenditures. 


The availability of these losses expires as 
follows: 


OT Orica th Las gdb amt tes Soe $ 6,800 
Bk: fo] RAP ARR ee Ee oe | Pere AR 7,900 
bh ACME e OME EE tan Pres UR or 17,200 

$31,900 


. Note Payable to Associated Company: 


The note payable of $242,250 bears interest at 
the rate of 6% per annum, is repayable as to 
principal in ten annual instalments of $24,225 
each plus interest and is convertible as to 
principal annually in the amount of $24,225 
into shares of the company at 15 cents per 
share. At the year end, interest of $12,300 was 
accrued. Subsequent to the year end, the first 
principal payment due was converted into 
shares. 


. Share Capital: 


Share capital consists of the following: 


1978 1977 
Authorized shares, 
without par 
Walthe ss ites 10,000,000 6,000,000 
Issued and fully 
Pal pincer en 6,700,000 4,700,000 
Paid up capital ...... $ 2,075,421 $1,775,421 


Upon. approval of the shareholders obtained 
at a meeting held on October 24, 1977, the com- 
pany increased its authorized capital from 
6,000,000 shares to 10,000,000 shares and 
issued 2,000,000 shares for a cash considera- 
tion of $300,000 (see Note 3). 


Also, during the year the Board of Directors 
approved a.stock option plan for employees of 
the company. 335,000 authorized and unissued 
shares were allocated for a period of up to five 
years to be optioned upon approval by the 
Board of Directors at a price not less than mar- 
ket, less the maximum discount allowed by 
the Montreal Stock Exchange. At year end, no 
options had been so approved by the Board of 
Directors. 


. Exploration Agreements: 


(a) Canadian Nickel Company Limited 


In 1976, the company and Challenger 
International Services Ltd. entered into an 
agreement with Canadian Nickel Com- 
pany Limited (Canico), in which Canico 
was granted the option to earn up to a 65% 
undivided interest in a group of claims in 
the Kirkland Lake area in which 
Queenston had a 75% undivided interest 
and Challenger had a 25% undivided inter- 
est. During the year ended September 30, 
1978, Queenston acquired Challenger’s 
25% interest in the mining claims and its 
interest in the Canico agreement. 


_ Under the terms of the Canico agreement, 


(b) 


Canico could earn a 40% undivided inter- 
est in the group of claims by making a cash 
payment of $100,000 and incurring explor- 


ation expenditures totalling $1,300,000 on - 


the claims as follows: a cumulative total of 
$300,000 by December 31, 1977; a further 
$300,000 by December 31, 1978; a further 
$350,000 by December 31, 1979; and a fur- 
ther $350,000 by December 31, 1980. Up to 
September 30, 1978, Canico has complied 
with the terms of the agreement and 
has incurred exploration expenditures 
approximating $743,000 to September 30, 
1978. If Canico fails to’ earn its 40% 
undivided interest in the claims, the 
ownership of the claims will revert to 
Queenston. Canico can earn an additional 
25% undivided interest therein by making 
further exploration expenditures of 
$1,350,000 by December-31, 1983. The 
agreement provides for Canico to finance 
exploration of the claims to a feasibility 
stage and subsequently for the parties to 
contribute pro rata to the financing of any 
mining venture. Each party’s interest in 
the claims will be reduced in accordance 
with the agreement to the extent that it 
fails to contribute its proportionate share 
of such financing. If, pursuant to the fore- 
going, Queenston’s interest is reduced to 
10%, this interest shall be automatically 
converted into a 10% royalty on the net 
proceeds from mine operations on the 
claims. Also, under the agreement, Canico 
has acquired, or holds under option, cer- 
tain mining claims in which Queenston 
could earn a 35% interest. 


Willroy Mines Limited 


In November 1977 the company purchased 
from Challenger International Services 
Ltd. its 50% interest in 19 mining claims 
and its interest in a royalty agreement, 
with Willroy Mines Limited. The agree- 
ment calls for Willroy, in mining these 
claims, to pay a royalty based on the 
mining profits. 


8. 


10. 


(c) Gateford Mines Limited 


On March 7, 1978, the company entered 
into an option agreement to purchase 25 
mining claims in the Kirkland Lake area, 
Ontario, from Gateford Mines Limited. 
Queenston paid $4,000 on signing the 
agreement and, subject to expending 
$500,000 on the claims by May 23, 1983, has 
the option to purchase the claims with 
option payments totalling $148,500 by May 
23, 1984. The first option payment of $5,000 
is due May 23, 1979 and the first option 
expenditure of $50,000 is to be completed 
by November 23, 1979. If any part of the 
property is brought into production, the 
company is required to pay to Gateford 
Mines Limited a royalty based on 
production. 


Remuneration of Directors and 
Senior Officers: 


Remuneration of directors and senior officers, 
as defined by The Business Corporations Act, 
Ontario, was $40,716 (1977 — nil). 


Anti-Inflation Program: 


Under the federal government's anti-inflation 


| program, the company is subject to mandatory 


compliance with legislation which controls 
shareholder dividends. The controls, as they 
apply to the company, expire on October 13, 
1978. 


Prior Year's Figures: 


The 1977 figures, shown for comparison, were 
reported on by another firm of Chartered 
Accountants. Accordingly, they are not cov- 
ered by the opinion of Deloitte Haskins & 
Sells. Certain of the 1977 figures have been 
reclassified to conform with 1978 
presentation. 
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